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H 4938. 2

SECOND SUBSTI TUTE HOUSE BI LL 2645

State of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By House Comm ttee on Fi nance (originally sponsored by
Representatives Kilnmer, Crouse, P. Sullivan, Mrris and Dunn; by
request of Departnment of Community, Trade, and Econom c Devel opnent)

READ FI RST TI ME 02/ 08/ 06.

AN ACT Relating to a public utility tax credit for gas distribution
busi nesses that invest in energy efficiency neasures for certain food
processi ng and ot her busi nesses; adding a new section to chapter 82.16
RCW creating new sections; and providing an expiration date.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that:

(1) Rising costs of natural gas are creating an econonm ¢ hardship
for Washington's small busi ness and food processing industries.

(2) Natural gas costs are unlikely to return to historically |ow
levels of a few years ago making investnents in energy efficiency
i ncreasingly inportant.

(3) Washington investor-owned and consuner-owned natural gas
utilities are uniquely well positioned to help small business and food
processors inprove the efficiency of natural gas use and reduce current
and |l ong-term energy costs.

(4) The state of Washington can assist gas utility energy
efficiency efforts by providing small public utility tax credits for
installation of high-efficiency equipnment and processes that m ght not
ot herw se occur.
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NEW SECTION. Sec. 2. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) Subject to the limtations in this section, a gas distribution
business may claima credit against the tax inposed under this chapter.

(2) The anount of credit is equal to the anpunt of qualifying
custoner incentives and qualifying food processing incentives paid by
a gas distribution business between July 1, 2006, and June 30, 2007.

(3) The credit may be clainmed only after the qualifying custoner
incentives or qualifying food processing incentives are paid. The
credit shall be claimed against taxes due for the sanme fiscal year in
whi ch the qualifying custoner incentives or qualifying food processing
i ncentives are paid. The credit for each reporting period shall not
exceed the anount of tax otherwi se due under this chapter for the
reporting period. Credits earned for fiscal year 2007 shall not be
carried forward or backward and cl ai ned agai nst taxes due for prior or
subsequent fiscal years. Refunds may not be granted in the place of a
credit. Any unused credit expires.

(4) The total anobunt of credit that may be clainmed by a gas
distribution business is limted to its maximumcredit as determ ned by
the departnent. The total anmount of credit that may be clained by al
gas distribution businesses shall not exceed one mllion five hundred
t housand dol | ars.

(5) The comm ssion in the case of investor-owned gas distribution
busi nesses, or the governing board in the case of consuner-owned gas
di stribution businesses, shall provide the departnment, upon request,
information necessary to determne the maximm credit. By June 1,
2006, the departnent shall publish the maximumcredit allowed for each
gas distribution business. The rule-making provisions of chapter 34.05
RCW do not apply to the determnation of the nmaximm credit by the
depart nent.

(6) Unless the context clearly requires otherwi se, the definitions
in this subsection apply throughout this section.

(a) "Base fiscal year" means the fiscal year beginning July 1,
2003, for purposes of calculating the maximumcredit.

(b) "Conm ssion"” nmeans the Washington utilities and transportation
conmi ssi on.

(c) "Food processing business" neans a person that operates a food
processing plant as defined in RCW69. 07.010.
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(d) "Increnental cost" neans the difference between the hi gher cost
of a qualifying energy efficiency neasure and the cost of a sane type
of nonenergy efficient piece of equipnent. However, the increnenta
cost of a service that is a qualifying energy efficiency nmeasure is the
total cost of the service.

(e) "Maximumcredit" nmeans the maxi num anount of credit against the
tax inposed by this chapter that each gas distribution business may
claimfor the fiscal year beginning July 1, 2006, as cal cul ated by the
depart nment. The maxi mum credit is equal to the proportionate share
that the in-state retail natural gas revenues received by each gas
di stribution business in the base fiscal year bears to the total in-
state retail natural gas revenues received by all gas distribution
businesses in the base fiscal year, nmultiplied by one mllion five
hundred t housand dollars. Revenues from whol esal e sal es of natural gas
or fromtransporting natural gas shall not be included in calculating
the maxi num credit.

(f) "Qualifying custoner"” neans a manufacturing, industrial, or
other comrercial business located in this state that is a retai
natural gas custoner of a gas distribution business. "Qual i fying
custoner” does not include any board, conmssion, institution
departnent, or agency of federal, state, local, or tribal governnents;
a business operated out of a personal residence or that has no physica
| ocation; or a nonprofit organization as defined in RCW82.04. 3651.

(g) "Qualifying custoner incentive" nmeans the anmount paid by a gas
distribution business to a qualifying custoner for the purchase of a
qualifying energy efficiency neasure. The anount of incentive that may
be paid is limted to no nore than twenty-five percent of the
increnmental cost or fifteen thousand dollars, whichever is |ess.

(h) "Qualifying energy efficiency neasure" neans equipnent or
services that are purchased by a qualifying custoner or qualifying food
processi ng business that neet or exceed the required |evel of energy
efficiency of natural gas consunption. "Qualifying energy efficiency
measure" includes high-efficiency boilers; high-efficiency water
heaters; high-efficiency furnaces; high-efficiency blanching; control
equi pnent that inproves the energy efficiency operations of HVAC
equi pnent, boilers, or water heaters; energy efficiency equipnent
repair or replacenent services; and boiler and furnace tune-up
services. A qualifying energy efficiency neasure shall be consi stent
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with the cost-effectiveness standards in the utility tariff on file
wth the commssion in the case of investor-owned gas distribution
busi nesses, or determ ned and approved by the governing board in the
case of consuner-owned gas distribution businesses.

(i) "Qualifying food processing business" neans a food processing
busi ness that purchases only natural gas transportation services from
a gas distribution business.

(j) "Qualifying food processing incentive" neans the anount paid by
a gas distribution business to a qualifying food processing business
for the purchase of a qualifying energy efficiency nmeasure. The anount
of incentive that may be paid is |[imted to no nore than twenty-five
percent of the increnental cost or fifteen thousand dollars, whichever
is |ess.

(k) "Required |l evel of energy efficiency"” neans the m ni num energy
efficiency standards allowable in prograns offered under wutility
tariffs on file with the comm ssion in the case of investor-owned gas
distribution businesses, and mninum energy efficiency standards
approved by the governing board in the case of consumer-owned gas
di stribution businesses.

(7) This section expires July 1, 2007.

NEW SECTION. Sec. 3. The expiration of section 2 of this act does
not affect the right of a person to claima credit under that section
on or after July 1, 2007, on a return for a reporting period that
includes tax liability incurred between July 1, 2006, and June 30,
2007, if the return is filed by the due date or any extension granted
by the departnent of revenue.

~-- END ---
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